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The Administrator's 
Message 
This 1976 Annual Report to the President and the Congress, the Small Business 
Administration's 23rd, covers the activities and accomplishments of the 
Agency from July 1975 through Ju11 e 1976. The transition period between the 
Government's changing fiscal years, July through September 1976, will be 
reported in the Agency's next Annual Report. 
In the same year as the Declaration of Independence, another significant 
document appeared on the American scene-a book on international 
economic principles by a Scotsman named Adam Smith,, "The Wealth of 
Nations". H e believed that the best economic policy comprised free 
competition, efficient production, the incentive of proht, minimum government 
interference-all within a democra tic society. Smith saw the system as being 
self-regulating and fun ctioning "natura ll y'', led by what he ca lled "an invisible 
hand" . 
The appearance of Smith's work was coincidenta l, and the young country did 
not know it was to become the training ground for the free enterprise , 
capitalistic system he preached. 
The American economy has undergone unpredictable changes since 1776-from 
13 "united states" of less than 3 million persons in an econom y dominated by 
small scale farmers, merchants, a nd craftsmen to a Nation with 70 times more 
people, a $1.5 trillion gross na tiona l product, and a repu tation synonymous 
with the world's " bigges t" everything. 
Small Business Survival 
Threading through this magnificent development-and surviving, so far-are 
those same kinds of people in "small business" -relatively unorganized, 
relatively unrecognized-yet still representing a large portion of the Nation 's 
enterprise, productivity, and employment. 
Numerically, small businesses are 973 of all business , a massive 13 million 
small enterprises, in~luding approximately 3 million farms. Directly or 
indirectly, they provide the livelihood for more than one-half of our 
population. Each year, there is a net growth of those who risk es tablishing a 
new business venture. The early American instincts of the entrepreneur are stil l 
with us. 
Despite their numbers, small businesses clearl y are in an economically 
disadvantageous position. Their individual smallness handicaps them in an 
environment of big government, big corporations, and big unions. 
Individually , they lack the resou rces to cope with inequitable taxes, government 
over-regulation, limited access to credit and venture capital, paperwork , new 
technology, lack of good management, monopoly and unfair trade practices , 
and labor organized on a na tional scale. 
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A National Commitment 
As we begin our third century, what we need is a new nationa l commitment to 
small business. We must meet its problems directly and positively, g ive it the 
right economic environment for greater impetus a nd productivity. This Agency 
and the Administration are responding. 
The SBA is comitted to small business excl usively, and it is a record of 
performance, not promises, that shows in this Report. The record reflects the 
economic upturn that has swept over the Nation during the past 12 months. 
The Agency made the second highest dollar amount of business loan approvals 
in its history-more than $2 billion, a rise of 30% over the previous year. These 
loans assisted in the creation and maintenance of approximately 288,000 jobs. 
Since 1970, the Agency has approved more than $1 1 billion in business loans, 
which is 69% of all the approvals made by SBA since it was created 23 years 
ago. 
Some time during the year, the SBA passed the $20 billion mark of a ll-time 
loans to business, victims of natural disasters, and Small Business Investment 
Companies. 
The amount of SBA's other services in financial, management, and procurement 
assistance, in help to minorities and other disadvantaged, and in advocating the 
cause of small business also was at a higher level this year. 
Presidential Actions 
President Ford, personally participating in SBA's " Bicentennial Salute to Small 
Business" in May, told an overflow audience: 
"To ensure that small business in America survives and thrives in the future, as 
it has in the past, I have proposed legislation to raise the estate-tax exemption 
from $60,000 to $150,000, stretch out the payments at low interest rates over 25 
years, and exempt from taxation the transfer of your businesses from husband 
to wife. 
"To help you obtain the capital you need to grow and create the new jobs 
America needs, I have also proposed the retention of the $50,000 corpora te 
surcharge exemption, a 2% reduction in the maximum corporate income tax 
rate, and a 33% increase in SBA's major loan guarantee program". 
The President is a lso concerned about " the needless regulations of 
Government" affecting small business. H e introduced legislation for regulatory 
reform of the Federal bure:rncracy to (1) ensure that government policies do not 
infringe unnecessarily on individual choice and initiative or in the free 
marketplace, (2) find better ways to achieve our valid economic, health , and 
safety goals at minimal costs, (3) ensure tha t governmen t policies and programs 
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benefit the public interest rather than special interests, and (4) assure that 
regulatory policies are equita bly enforced. 
The President also directed tha t all Federal agencies cut the burden of 
paperwork on the public by the end of the year, and I am pleased to report that 
the SBA responded with a 283 reduction. 
When President Ford swore me in as Administrator, he at the same time 
appointed m e to the President' s Economic Policy Board, which includes his 
top economic advisers a nd most o f his Cabinet. I am cha irman of a new Small 
Business Task Force on that Board. It is the first time that an SBA 
Administrator has ever received such recognition by any President. It is a 
milestone that assures small business a voice at the highest Federal decision-
making level. 
Future Plan for Action 
As for SBA's future commitment to small business , I have a "Plan for Action " . 
People are losing faith in many of our institutions because they "don 't work". 
In this Plan, we will use every tool a t our command to make sure that SBA 
"works" in the new fi sca l year, and that o ur constituency knows tha t it works. 
The Plan is aimed at two crucial issues in o ur economy. One, there is the 
immediate challenge to generate productive jobs and reduce the high level of 
unemployment. Second, we must make more capital available to sma ll business 
so it can grow and prosper. T o help these situations, this Plan is aimed at 
improving the qua lity a nd delivery of our services and at stimulating the private 
sector-particularl y the financia l community-to supply more o f its resources 
to small business. We place particular emphasis on those actions which will 
generate jobs. 
Loan Acceleration 
The Agency's major financia l assista nce effort in recent years has been its 
Guaranty Bank Loan program, which now accounts for nearl y 903 of our 
annual business loan portfolio. We are dealing w ith about 8,500 banks, and 
generating an annual volume of more than $ 1.8 billion to small businesses. 
On a pilot basis with selected banks throughout the country, we are speeding 
up our g uaranty loan processing time to permit the issua nce of our guaranty to 
a bank within two working days. We will begin the program with about 20 
selected banks, large and small, drawn from a ll SBA regions. 
The benefits of this program arc exciting. It will speed up the loan payout to 
the small business person by at least several weeks, It should produce a loan 
portfolio of rela tively sound quality since the credit aspects o f these loans are 
pre-defined and will be certified by the lender. 
This accelerated p lan is intended to supplement o ur present guaranty program, 
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not supplant it. When full y implemented , we a nticipa te it will account for a t 
least one-third of our to tal business Joa n guara nty acti vity. 
SBA has a lways been in the posture of soli citing the ba nks to ma ke such loans, 
and m any banks thi.ik of the SBA program as onl y a community 
responsibility. We must chan ge these conditions. The Guaranty Loan 
program should be sufficientl y a ttractive to make ba nks acti vely seek us o ut. 
There should be a conscious decision by ba nk management to a lloca te a 
substantial portion of the bank 's resources to sma ll business lending. 
Additional Bank Incentives 
We have developed severa l other new bank incentives to accomplish this : 
1. Under a procedure dubbed " Opera tion Streamline", we have simplified , 
refined , and accelerated all of our loan processing and closing procedures -
cutting down the red tape and p aperwork in the sys tem ; 
2. I recently .approved an am endment to our regula tions to allow participa ting 
banks to apply a quarterly fluctuating interes t rate to their SBA guaranty 
loans, following the cost of money, ra ther than being held to a fixed ra te; 
3. I propose to adopt another change in our regulations that. will abandon the 
penalty of terminating the SBA guarantee whan a lender inadvertently fail s 
to give us the required notice of a borrower default. Instead, SBA would 
honor the guarantee of the principal amount, and the lender would lost only 
the interest. This change is n ecessary to preserve the integrity of SBA's 
guarantee. 
With such a streamlined opera tion in the new fi sca l year , we have set as a goal a 
253 increase in the number of pa rticipa ting banks a nd one-ha lf billion do llars 
more in guaranteed loans to sm a ll business. 
National Secondary Market 
Another important element in the Pl a n fo r Action is a new na tio na l secondary 
market program for the sa le o f the g ua ra nteed portio n o f SBA-gua ranteed 
loans. We have had a limited secondary ma rket progra m in opera tio n fo r several 
years, res tricted primaril y to loca l in ves to rs, and it has been plagued by red 
ta pe and procedura l p roblem s. 
We are putting into o pera ti on a new tra nsfer agreement which does severa l 
things: it es tablishes a more simplified a nd unifo rm sys tem for selling the 
gu aranteed po rti on o f a loa n ; it ass u res complete g uara nt y coverage fo r th f' 
innocent purchaser o f such a security; it prov ides a standa rd ized me thod o f 
lender remittance of the paym ents to the ow ner o f thf' sccmity; it defines mo re 
precisely bo th ·the lender's and SBA's o bli ga tions in such a n a nsactio n . 
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I have a lso modified our regulations to simplify the requirements of an SHA 
loan document inspection prior to a secondary market sale. 
And we are not going to stop there. We a rc moving to create a "certificate " 
which can be freely traded in the marketplace , making the secondary market 
process even more liquid . 
All these revisions are backed up by a new official opinion of our General 
Counsel as to the " full faith and credit " o f om guaranty. 
Thus, it is now much eas ier for participating lenders to se ll the guaranteed 
portions of their SBA guaranteed loans in the inv<:'stor marketplace, increase 
their yield on SBA loans , and re-inves t the prncceds in other small business 
loan s. And, m os t important , there is no additional cost to small husin<:'ss. 
Further, instead of just relying on the traditional resources of the banking 
community, we now have opened the door to other inves tors, including 
insurance companies and pension and profit-sharing funds , which arc restri cted 
to dealing with U.S. " full faith and credit" securiti es. 
Neighborhood Revitalization 
Another maj or goa l in the Plan is the restoration. of the older urban 
neighborhoods of America. As a res ult of the President 's concern for the 
economic difficulties in such citi es, he recentl y appointed a Cabinet-level 
Presidentia l Committee on Urban Development and Neighborhood 
Revita lization , and I am pleased to be a memlwr of that Committee. 
The Committee's job is to coordina te the de li very of pres<:'nt Federa l programs 
and to recommend necessa ry changes, including new legislation. Current 
programs that are effective would be continued . Thus, SBA's "502" program, 
under which the Agency helps comm unities by providing Loca l Development 
Companies with financing to assist sma ll businesses, w ill be applied to urban 
areas in the same way it has been operating successfull y in sma ll comm unities 
and rura l a reas. 
I will be proposing shortly new SBA regulations tha t will make commercial 
building firms and homebuilders elig ibl e for loans to finance construction or 
rehabilitation projects for sa le or rent. 
More Venture Capital 
We must open up more so urces of venture capital , and that is a nother key o f the 
Plan For Action. The lack of small business access to venture capita l is serious. 
The SBA-licensed Small Business Inves tment Companies (SB ICs) have been 
able to fill only a sma ll fraction o f the necd-$135 million in the last year 
reported. I believe the SBIC progra m has a far g rea ter potential than it has 
shown in its 18-year history, a nd I am forming a specia l 16-member task force-
inves tment bankers, venture capita li sts, sma ll business persons, and others-to 
7 
analyze the venture capital industry from a knowledgea ble, market-oriented 
perspective and come up with their recommendations. 
It is time for the Congress, the Administration, our own Agency, and the SBIC:s 
themselves either to create a meaningful, effective venture capita l f-in ancing 
program for small business or to forget having a Government program at a ll. 
call for a new commitment, crossing a ll jurisdictions, to establish a workable 
system so that small business may rea li stically compete with the resources of 
major corporations. 
Management Assistance 
In another important area of the Plan we wi ll offer more low-cost Management 
Assistance across the board-recruiting more volunteers in SCORE/ ACE, 
professional associations, and universities. The latter includes implementation 
of the University Business Development Center ( l lBDC) concept of open ing up 
the entire resources o f universities to new a nd existing businesses. 
A person who does not have management skills wi ll take our money and 
dissipate it and not employ very many people in the process. T he tragedy of our 
schools today is that there are too few courses offered in free enterprise or the 
rea l meaning of how to run a business. Most business schools seem to prepare 
one to be the executive vice president of a giant corpora tion. In real life, most 
people get to be executive vice president, first mate, and janitor o f their own 
relativel y small businesses. Preparation for small business i.s part of the ro le the 
SBA can p lay in working with the educa tional system. 
Other Assistance Areas 
Minority enterprises need increasing help, and the Plan seeks to integrate a ll 
our program activities more full y into the small businesses of blacks, Spanish-
Americans and a ll other minorities , using an "account executive" approach , 
i.e., a tota l package of a ll our programs to those seeking help. 
We are increasing our advocacy and publi c information programs because our 
surveys revea l that the services SBA has to offer are known to only a sma ll 
percentage of the small business community. This includes "Project 1776", a 
major drive for 1,776 speaking engagements and other appearances by SBA 
management at business a nd civic forums by the end o f this Bicentennia l year. 
Our basic goal in Procurement Assistance is to acce lerate small business' share 
of government contracts and subcon tracts through increased and more effective 
liaison with procuring agencies and large prime contractors. Finding such 
government markets is one of the most va luable serv ices we can provide to 
businesses - contracts do not have to be paid back. 
We are going to develop an aggress ive program to identify international 
markets and joint venture opportunities for sm a ll businesses with export 
potential. In my travels aboard, I found the common complaint by foreigners is 
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tha.t there are few American salesmen trying to sell American goods, which are 
in demand. Small firms can capture those sales just as well as large. 
The SBA will conduct an International Symposium on Small Business in 
November 1976 for an exchange of ideas, concepts, information and results of 
research, including the potential of increased trade relations. Over I 00 countries 
have been invited to this Washington, D.C. conference, which will be co-
sponsored by the Department of Commerce, Department of State, National 
Federation of Independent Business, and the American Assembly of 
Collegiate Schools of Business. 
Freedom at Stake 
I enter a new year for the Small Business Administration with a deep sense of 
responsibility toward helping the heart of American economic enterprise-
small business. For it is not just the businesses th;H are in jeopardy, but our 
whole way of life. It is my belief that small business is the voice of economic 
freedom in America, and that it is essential to the preservation of all the other 
freedoms we cherish so much. Since they are inseparable, if we lose one, it is 
inevitable that we will lose the others. We therefore have a solemn duty, an 
obligation, to assist and strengthen our small business community. 
Mitchell P. Kobelinski 
Administrator 
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The Year 
In Brief 
Economic Conditions 
O n balance, Fiscal Year 1976 was a good year for sma ll business. It responded to 
AdminisLra Lion efforts to stimula Le economic recovery Lhrnugh the priva te sector. 
and con trol infla tion . T here was significant acti\·ity Lo corrcc:L Lhe biases in the tax 
laws against small business. T he n umber o f sma ll businesses showed a healthy 
increase. New incorporat ions rose sharp ly, and fc,.ver businesses fa iled. 
Availa bility of ba n k funds for loans was better. The cost o f money, both short -
and lon g-term, was lower. CrediL from fina nce com panies increased significantl y. 
T he ho using indusLry advanced modera tely. RcLa il sa les a nd manufanur ing 
profits improved. 
Loans Approved 
Sma ll business received the second h ighesL dollar amo unt of loan a p provals in 
the Agency's h isLory, nearly $2. 1 billion , an increase o f 30% over the previous 
year. It resul Led in the creation and ma intena nce o f app roxi ma Lely 288,000 jobs 
among the new and exisLing businesses assisted. 
Financial Assistance 
Tota l SBA financia l assistance Lo small business, rep resenting business loans, 
disaster loans, surety bond guarantees, investment compan y fun ding, a nd o Lhcr 
SBA p rogram s, was approxima Lely $3 .2 billio n . 
Current Portfolio 
During the year, the Agency passed the $20 billion mark in Lota! business, 
disaster, and inves tmen t compan y loans historica ll y. In Lha t period, 826,370 loans 
have been approved. T he currenL portfo lio of loans o utsLanding is 233, 165 
am ounting to $7.4 billion . 
Help for Minorities 
T he Agency's assistance to m inority persons rose. Effon s were increased in beha lf 
of American Indians. T he Agency made 5,544 minoriLy business loans for $262 
million , more tha n 14% better than the previous year. 8(a) government con tracts 
to the socially or economically disadvantaged grew to $369 m illion . Vem ure 
capita l and management assistance were a lso a t a higher level. 
Management Counseling 
Management assistance to owners a nd managers o f small firms th ro ugh 
individual counseling or tra ining in seminars to La lled more tha n 300,000, a n 
increase of 17%. T he U niversiLy Business DevelopmenL Center concept of 
opening up the entire resources of colleges to business persons was la unched . At 
the same time, the number of universiLies participa ting in the Sma ll Business 
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effectively. The end product is a series of 55 research repons. 
In its review of the problems of small business, the SEE Study concludes that, 
by almost every ~easure, small firms fare worse under changing economic 
conditions than do large businesses. "Most of the problems affecting small 
businesses are those which affect the entire business spectrum, yet these 
problems become magnified in inverse ratio to the size of the business 
establishment". 
The study cites the interrelationship of management and financing problems. 
"The characteristic combination of ownership and personal control found in 
small businesses means that the energy, time, and attention of the 
owner/ manager are often thinly spread. Frequently, the owner/ manager, 
lacking diversified talents, fails to exercise the highest quality of management 
insofar as he is bound by tradition and is sometimes insensitive to the need for 
change in business policies and practices. 
"Generally speaking, financing of small businesses offers greater risks to lenders 
and investors than many alternative investments. The most important factor 
affecting risk-management ability and the depth thereof-is difficult to 
assess; particularly in new enterprises where there is no record of performance 
to judge. Repeated surveys in the past seem to indicate that lenders and 
investors put great emphasis on a firm being well established and having a 
proven earning record extending over several years. Many small businesses 
cannot meet these requirements. 
"Small firms as a group typically experience a greater incidence of financial 
difficulty than do large firms. This is evidenced by loan experience and business 
discontinuances. In some cases, funds may be unavailable or available only on 
terms which are unacceptable to the owner/ manager because of cost or of 
conflict with his desire to retain an exclusive control of his enterprise. Further, 
while proven managerial competence demonstrated over years of profitable 
operation is the principal criterion used by lenders in making investment 
decisions, it is true that considerable weight is given to the security of 
'largeness' and the risk of 'smallness'. 
"The problems facing small business appear to have increased rather than 
diminished during the past years. Based on these trends, it is projected that life 
will get harder rather than easier for the small businessman dming the next 
decade. " 
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Financial 
Assistance 
This year saw the end of a two-yea r peri od o f declining business loa n vo lume in 
SBA's finan cia l assistance p rograms to sma ll firm s. 
From a n all-time peak in 1973, when the vo lume was 33,948 loa ns for $2.2 
billion, there was a drop during the nex t two yea rs. H owever , in FY I 976, 
loanmaking rebounded to 26,078 loa ns for nearl y $2.1 billio n , exceeding in 
dollars the previo us yea r 's to ta l hy 30%. Loa ns to put new businesses into 
opera tion represented 28% of the nurn ber. 
The average loan size was som ewhat hi gher tha n prev ious years , p robabl y due 
primaril y LO infla tionary trends. T hese volumes include loans made under the 
Agen cy 's. four bus ine~s -type loan p rogra ms : rcgylar 7(a ) business lo<.ms, 
Economic Opportunity loans, Devel opment C:oin pan y loa n s, and D1 splaccd 
Business loans. 
Direct loans approved by the Agency were va lued at a pproxima tely $2 19 
million. 
By quarter , business loans ga ined steadil y : 
July-Sept. 
O ct.-Dec. 
J an .-Mar. 
Apr.-June 
Number Millions 
6,035 $477 
6,268 512 
6,536 510 
7,239 572 
26,078 $2,071 
Saving Lives Is Good Business 
An Associated Press dispatch from Llma, Ohio, tells of 12 persons evacuated 
from a donnitory for the mentally retarded "when smoke detectors in the 
building were triggered" before it was destroyed by fire .... A New Jersey 
fire chief is quoted that a family of five "would be 'dead if it hadn't been for 
their smoke detector alarm .... " 
There is file full of such stories at Statitrol Corporation of Lakewood 
(Denver), Colorado. The common denominator is that the smoke detectors in 
those stories are their product. The lives and property saved are the bonus 
that the company's president, Duane Pearsall, considers more rewarding than 
profits. His efforts won SBA's National Small Business Person of the Year 
award for 1976. 
The latest chapter of the Pearsall story is such a rapidly escalating success 
that he already has "graduated" out of the small business class. Earlier in 
time, with a commercial engineering degree in his pocket, he worked in the 
air conditioning and heating control field, always probing to develop a new 
product. But, after 20 years' endeavor, he found himself near bankruptcy. 
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Increases Reflect Economic Trend 
The year's increase is a ttributable to, first and foremost, the steady improvement 
in the genera l economy. Secondly, and of great importance , was the renewed 
willingness of the na tion 's banks to participate in the SBA guaranty program. 
As has been often stated, small firms are the first to be hurt in a general 
economic slump, and this was true in the. turndown in 1974175 . And, while 
small firms may not be the first to ma ke a comeback when the econom y begins 
to improve, the banks obviously overcame their reluctance to make loans to 
"smalls " during 1976 with the SBA guaranty, at least to a con siderable degree. 
Minorities Show Gain 
The Agency's efforts to assist ·minority small businesses also resulted in an 
increase in loan volume. From the 5,368 loans made the previous y{'a r, totalling 
$229 million , the volume rose to 5,544 loans for $262 million. This was a 21 % 
proportion of total SBA business loan approvals and 133 of the dollar volume. 
SBA increased its emphasis on making loans to businesses own{'d by women, 
even though the record in previous years was reasonably impressive. In FY 1975 , 
the Agency approved 2,192 loans totalling $108 million ; this increased in FY 
1976 to 2,981 loans totalling $168 million. This volume represented 11 3 of the 
total number of loans made and 83 of the dollars approved. Women-owned 
businesses comprise just over 43 of all businesses. 
I Page 24, Smoke will set '!ff shrill alarm in the compact "SmokeGard" . Page 25, One million smoke detectors 
roll '!ff the production line annually. 
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New Legislation 
In June 1976, the President signed Public Law 94-305, which contained fa r-
reaching changes in the overall SBA financing program . 
Key fea tures were: 
1. authorizing business loans of up to 20 years in those cases where the purpose 
of the loan is to acquire rea l propen y or construct facilities; 
2. raising the business loan ceiling to any one borrower to $500,000 under the 
guaranty program; 
3. raising the ceiling for direct, immedia te pa rticipa tion or guaran ty economic 
opportunity loans to $100,000 ; 
4. raising the ceiling for Development Com pany loans, direct, immedia te 
participa tion, or guaranty, to $500,000; 
5. authorizing Development Company loan proceeds to be used fo r acq uiring 
existing fa cilities ; 
6. changing the interes t ra te on a ll di sas ter a nd econo mic injury loans to a cos t-
to-the-Government formul a ra te; 
7. authorizing a new pollution control financing p rogra m under ;:i tax-exem p t 
bond financing arrangement ; 
8. authorization for banks to own I 003 of the stock of Small Business In ves tment 
Companies and permittin g the organiza tion of SBICs as limited 
partnerships, with corpora te genera l partners; 
9. authorizing an additional SBIC layer of leverage ($3 for each $ 1 o f pri va te 
capita l and in equity-oriented SB I Cs $4 for each $1 ); 
IO. increasing the maximum leverage for an y one SBIC to $35 million and 
To Pearsall, that simply meant "one more time." He began making a 
mechanism for neutralizing static charges in the air, for which there was a 
good market. The principle of such devices is generating ions-
electrically-charged molecules-and during the production of these air 
ionizers, it was accidentally discovered that smoke, such as from a worker's 
cigarette, could interrupt the effectiveness of the device. 
Pearsall turned that defect into an asset-using ionization to detect smoke-
and it was the beginning of making a fire alarm system that is common item in 
the home today. 
The first several years after the discovery proved to be another financial 
struggle in producing and marketing an untried product. There were 10 
employees (including his wife, Marjorie, who doubled as secretary, and 
Lyman Blackwell, his idea man and inventor) working out of what Pearsall 
describes as a "hole in the wall." 
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allowing the SBIC to guarantee up to 100% of the obligations of small 
business concerns; and 
11. making small farms and agriculture related industries eligible for all SBA 
programs, including loa ns, if such fina ncial ass istance is not available on 
reasonable terms from non-Federa l sources. 
Many of these changes were implemented immediately ; others, specifically farmer 
assistance and pollution control finan cing, were expected to take some time to 
implement fully. 
Business Loan Programs 
7(a) Business Loans: SBA's largest business-type loan program, its regular 7(a) 
loans, showed a considerable increase in volume. Compared to 18,184 loans 
totalling $1.44 billion approved last year, the Agency approved 21,997 loans for 
$1.92 billion in 1976. Some 88% of these loans were made with private lender 
participation under the guaranty plan. 
Economic Opportunity Loans: SBA makes loans to the socially or economically 
disadvantaged, including members of minority groups, under Section 7(i) of 
the Small Business Act. This program also showed an increase in activity, with 
3,651 loans totalling $86.1 million being approved; this compares with 3,613 
loans in the previous fiscal year totalling $76.4 million. Nearly all of the 
increase was in g uaranteed loans, thus the banks demonstrated their increasing 
willingness to share in assistance to the disadvantaged, and obviating the 
need for more direct Federa l dollar outlays. 
The Company qffers employment oppor-
tunit ies to youth, the elderly, war veter-
ans, the handicapped, minorities. 
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Displaced Business Loans : Dollar volume, at $25. 1 million in these loans to 
small firms injured by Federally-aided construction proj ects, remained thr same 
as in the previous year, $25.6 million . However, there was a drop in number, from 
186 to 132. 
Local Development Company (502) loans : This program provides loans for the 
benefit of small businesses through a local development company, and a iding 
communities by es tablishing payrolls and new employment opportunities for 
new businesses, as well as preserving jobs with companies who might otherwise 
cease operations. The "502" loan can also assist with the purchase of land, 
buildings and equipment or expansion and modernization of existing facilities . 
During the year, 294 loans were approved for $36.4 million, compared to 358 
loans made for $45.1 million during 1975. 
State Development Company (501) loans: This program permits SBA to further 
assist the economy of communities. The "50 l" state development companies must 
be chartered under special state enabling legislation. In 1976, there were 4 loans 
approved for $2.0 million, while in 1975 approvals were 7 for $6.4 million. 
Revolving Line of Credit loans: The Agency may make loans under this plan to 
assist small business obtain a line of credit from their banks to fulfill construction 
or other contracts, for up to 18 months, by guaranteeing the line made by the 
bank. There was a considerable decrease in program activity from 1975 to 1976-
from 539 loans for $58 million to 395 loans for $43.5 million. For this reason, and 
problem areas relating to the plan, SBA is reviewing the program for possible 
future revision. 
Then, beginning in 1970, good news. The SBA gave Pearsall a helping hand 
when he says he "needed it most" -a loan from a Small Business Investment 
Company (followed by two loans from the Agency). He also introduced a 
new, more perfected detector, the first of the current series for home and 
industry named "SmokeGard" At the same time, the UL (Underwriters' 
Laboratories) put its national seal of approval on the product. 
The last &-year period has proved to he not only the making of the Pearsall 
organization, but the start of a new worldwide industry in which many firms 
are now competing. The majority of homebuilding codes in the U.S. now 
require installation of such a fire detection device. 
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Loans to Veterans: SBA continued to assist war veterans. During the year, 1,468 
such loans were made amounting to $66 million ; this compares favorably to 1,166 
for $40 million approved the previous year. 
Handicapped Assistance loans: Under Section 7(h) of the Small Business Act loans 
are made to handicapped individuals and to nonprofit organizations employing the 
handicapped for business purposes. The volume of this program nearly doubled 
from 1975 (79 loans for $7 million) to 1976 ( 162 loans for $11.5 million) . 
Disaster Loan Programs 
Phys ical Disas ter loans: One of the Agency's o ldest and la rges t loa n p rograms 
is to homeowners, business firm s, a nd o thers suffering phys ica l damage as the 
result of fl oods, hurricanes, to rnadoes, and o ther na tura l di sas ters. 
During 1976 there were 104 decl ared di sas ters invo lving a reas in 42 sta tes and 
Trust Territori es in the Pacific, and SBA made some 20,408 loa ns to ta lling $ 136 
million . This com pares to 9, l 14 loa ns to ta lling $ 127 million in ti1e previous 
year. T he la rges t sing le di sas ter , in terms o f numbers o f SBA loans, was 
Hurricane E lo ise in October 1975, which ca used widespread damage in Puerto 
Rico, the Florida panhandle, and in Wil kes -Barre a nd H arri sburg, 
Pennsylvania. T he Agency ap proved a to ta l of 1,187 loans to Elo ise victims in 
the amount of $13 million . 
Production-line workers are encouraged 
to pursue management careers. 
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Nonphysical Disaster loans: SBA may approve loans to small firms suffering 
from Government requirements and other circumstances not caused by the firm 
itself. These range from air a nd water pollution control standards , consumer 
protection requirements, occupational safety and hea lth ·standards, the closing 
of military bases, and energy shortages. In 1975 there were 1,279 such loans, 
totalling $120 million. In 1976 there was a marked decrease, to 252 loans 
totalling $44 million. The major cause was the sharp drop in the number of 
"energy crisis" loans during the yea r, although the Emergency Energy Shortage 
program was the highest of the group, 124 loans for $20 million. 
Guarantee Programs 
The Surety Bond Guarantee program remains most active and continues to 
demonstrate a high level of acceptance within the surety industry itself. This 
program indirectly provides assistance to small contractors who would not 
ordinarily be able, for a variety of reasons, to secure bid , performance, and 
payment bonds through established surety bond industry channels. The SBA 
assistance for the required bonding consists of a 90% guarantee of potential 
losses of the surety on contract bonds issued to small contractors. 
With over 100 surety bonding companies participating during the year, 29,138 
guarantees were approved and 13,535 contracts obtained for a total value $868 
million. This compares to 21,202 guarantees for 11 ,595 contracts of $760 
million the previous year. 
The Lease Guarantee program was designed to provide small businessmen 
In 1972, Statitrol's sales were $853,000 ... Two years later, they jumped to $6 
million ... This fiscal year they topped $10 million. The projection for fiscal 
1977 is over $20 million. At the same time, Pearsall will be employing 1,000 
people, paying out $6 million in salaries, making $6 million in purchases, 
investing $2Y2 million in capital expenditures, and paying over $2 million 
in taxes. 
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with the credit required to compete on a more equal basis with large business 
for space on prime industria l and commercial property . The demand for the 
program has consistently diminished over the past few years, indicating there is 
very little, if any, need to continue it. Only 41 commitments were issued for rent 
guarantees of $15 million, compared to 110 for $37 million in 1975. 
No new applications will be approved after September 30, 1976, since no 
additional funds have been appropriated to operate the program beyond that 
time. 
Setting Interest Rates 
SBA set m aximum allowable interest rates for immediate participation and 
guaranteed loans a nd its revolving line of credit. The rates are based on a 
continuous survey of the market for fixed income securities, both Federal and 
private, and on the prevailing rate for loans as determined by SBA field 
personnel. The rates are reviewed quarterly and adjusted at that time, and at 
other periods if warranted. 
SBA made two changes in the interes t rates during FY 1976. The rates prevailing 
in the last quarter of FY 1975 of 10Yz% on guaranteed loans and 9Yz 
on immediate participation loans were continued for the first quarter of 
FY 1976. On October 1, due to the increase in market rates, maximum rates were 
increased to 10%% and 9%%, respectively, for the two categories. These rates 
prevailed until April 1 when the rates were reduced to 10Yz% and 9Yz% 
respectively, due to lower rates prevailing in the market. 
Management concentrates on diversijjing 
its product line and expanding markets 
abroad. 
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It should be noted that the loans made to small businesses do not necessarily 
carry the maximum interest rate. During fiscal year I 976, the weighted average 
interest rate on guaranteed loans was 10.12%. There also was a geographical 
pattern to the interest rates on guaranteed loans with SBA Regions I, II, IX, and 
X generally having weighted average rates close to the maximum and Regions 
VI and VII having weighted average rates well below the maximum. 
The interest rate on direct loans is by statute based on the cost of money to the 
Government at the end of the fiscal year. The rate for direct loans during 1976 
was 6%%. 
Financial Community Liaison 
SBA continued its program to develop private lender participation in its loan 
activities. This effort included SBA participation in bank meetings and 
seminars and conducting workshops to familiarize lenders with the advantages 
of using SBA programs. Particular emphasis was placed on familiarization 
with the advantages of the secondary market for the guaranteed portion of SBA 
loans. 
The educational program for the American Institute of Certified Public 
Accountants continued with high acceptance. A total of 16 workshops attended 
by 528 CPAs servicing small business clients were held during the year. 
If others credit his success to perseverance, Pearsall gives the bows to his 
fellow workers, old and new. He is known as an "employees' employer." His 
management is people-oriented, his style informal and participative. He 
believes in giving employees a chance to grow with the company into 
management positions. He pays high wages, and shares his profits. There are 
no time clocks. He assembles all the employees monthly for a chat about what 
goes on in the company. He attracts above-average people. He gets above-
average response in ingenuity and productivity. 
"Indeed, I have gained so much," reflects Pearsall. 
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Secondary Market 
SBA continued to stimulate activity in a secondary market for the guaranteed 
portion of SBA loans. A bank can sell the guaranteed portion in the investor 
marketplace, and the proceeds from the sale can he reinvested in other small 
businesses. Being able to liquidate such loans quickly can influence banks to be 
less reluctant to make the longer term loans needed and desired by small 
business. The difference between the market rate for the guaranteed portion 
and the rate paid by the borrower creates an attractive profit to the lender. 
New document review guidelines and a new secondary participation guaranty 
agreement were announced during the fiscal year to make transactions easier 
and less time consuming. Additional investment banking firms became active in 
developing and increasing the secondary market. 
Activity during the year showed results of these efforts. Despite high liquidity 
in the banks, with a resulting disinterest in selling the loans, volume of sales 
increased to $111.6 million in contrast with the $92.9 million in 1974 and $94.6 
million in 1975. 
Portfolio Management 
Business Loan Delinquency Rates: 
Month Ending 
September, 1975 
December, 1975 
March, 1976 
June, 1976 
Percent 
4.6 
4.0 
3.8 
3.8 
Duane Pearsall has graduated into big 
business but sticks to his employee-
oriented principles. 
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A declining pattern of delinquency in SBA's business loan portfolio is 
attributable to various factors. An improved economy with its attendant 
increase in business and sales beginning early in 1976 had a significant effect on 
collection trends. Recognizing the national impact of these economic factors on 
repayments, the Agency's positive collection efforts were based on the following: 
In October, 1975, the administrator mandated that the overall trouble rate be 
significantly reduced by December. That priority continued throughout the 
fiscal year. 
Portfolio management personnel have emphasized financial counselling efforts 
to prevent defaults by borrowers and, in close cooperation with management 
assistance personnel, provided management evaluations and guidance to 
borrowers. Increased referrals to management assistance personnel created 
additional positive servicing results. 
Added emphasis on loan default nolices was provided by virtue of a 
Comptroller General's opinion in February. This proved helpful in keeping the 
Agency well informed regarding the status of its guaranty portfolio. 
A trend of fewer defaults because of earlier, remedial servicing appears to be 
developing, since purchases of guaranteed loans decreased within the past year. 
A substantial increase in deferments developed, apparently due to efforts of field 
personnel to help businessmen through this period of economic distress. 
While, as a "benevolent creditor," SBA relaxed its collection procedures 
prudently, firmer actions are presently being pursued, appropriate to the 
improved economy. 
Liquidations Stable 
A level trend of loans in liquidation during the fiscal year reflected a continued 
emphasis on this activity. In this regard, SBA has attempted to provide the 
most equitable treatment to the citizens it serves while, at the same time, 
seeking the best return for the Government. 
The number of loans being liquidated during the year, as a percent of loans 
outstanding, were maintained in a relatively static condition from 4.4% in 
September to 4.3% in June. 
Indicative of the general improvement in the liquidation activity, recoveries on 
loans in the "most critical" class increased significantly, in fact, by 
approximately 50% over the fiscal 1975 rate. 
Portfolio Review 
Portfolio review procedures involve making annual examinations of each SBA 
field office having and maintaining a portfolio of loans. During the year, 46 
field offices were examined to identify field implementation problems in the 
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finance and inves tment progTams a nd to specify a ppropriate corrective 
measures. Oµerations are conducted from Washington, D.C. , Atlanta, and 
Denver. In order to strengthen and broaden the exa mination of all field activities 
during early fi sca l 1977 , the Atlanta office will be absorbed into the Denver office. 
Program Changes 
In Decembt:r, the President signed S. 555 (P.L. 94-63) changing the intert'st rate 
on SBA disas ter loans made under Section 7(b)(l) , (2) and (4) of the Small 
Business Act so tha t the rate charged on all direct di sas ter type loans made 
under Section 7(b) would be the same. 
At the same time, the President signed H.R. 5541 (P.L. 94-190), the Small 
Business Emergency Relief Act, to provide emergency relief for small btisinesses 
suffering serious financia l loss beca use of the energy crisis or rapid and 
unexpected rises in Government contract cos ts. The law authorizes the head 
of any executive agency to terminate for the convenience of the Government 
any fixed-price contract or to modify a contract under certain limited 
circumstances. This law applies only to contracts entered into from August 15, 
1971, through October 31, 1974. The authority to grant relief terminates on 
September 30, 1976. 
Proposal for Small Builders 
In a June statement before a joing hearing of the Senate Select Committee on 
Small Business and the Small Business Subcommittee of the Senate Committee 
on Banking, Housing & Urban Affairs, the Administrator outlined a change in 
SBA's policy of not providing assis tance where the real property would be held 
by homebuilders primarily for future sale. The Administrator announced SBA's 
intention to structure, by regulation, a non-duplicative business loan program 
which would allow assistance to small business concerns for residential or 
commercial construction for future sale, and for public underground and 
surface improvements to land when related to such construction. The proposal 
would also permit the guarantee of loans for the acquisitjon and rehabilitation 
of existing residential and commercial structures. To implement this change, 
amendments to regulations governing SBA's 7(a) business loan program are to 
be published in the Federal· Register for public comment. 
SBIC Investment Program 
U ndcr the Small Business Inves tment Act of 1958, as amended, SBA licenses, 
regulates, and provides financial leverage to privately owned and operated 
investment companies formed for the purpose of providing venture capital and 
other financing and management assistance. to small business. 
The firms assisted by such Small Business Investment Companies (SBICs) tend 
to be newer, innovative-type firms and the financing of them can subject an 
SBIC to risks substantially higher than those inherent in businesses financed 
under the Agency's regular lending program. 
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During FY 1976, SBICs provided $122 million of financing to small business, 
which is 33 higher than in 1975. 
Since the program began in 1958, the SBIC industry has provided in excess of 
$2.6 billion to small business concerns through some 48,000 disbursements. In 
the SBIC fiscal year ending March 31 , 1975, loans and investments were 
outstanding to 5,000 small businesses and amounted to some $575 million. 
Three-Year Summary 
Operating SBICs 
Private Capital 
SBA Leverage 
N um her of Small 
Busine~s Financings 
Amount of Small 
Business Financings 
30l(d) Companies 
FY 1974 FY 1975 
270 261 
$384.7M $388.lM 
$457.lM $457.lM 
1,744 1,525 
FY 1976 
266 
$401.7M 
$468.9M 
1,732 
$171.4M $117.8M $121.8M 
T he companion program to SBICs-Minority Enterprise Small Business 
Investment Companies-(known officially as Section 30l~d) SBICs and . 
familiarly as MESBICs) are licensed to opera te exclusively in behalf of 
minority small businesses. Their progress is reviewed in detail in the Minority 
Assistance chapter of this Annua l Report. 
Program Evaluation 
An Agency evalua tion of the SBIC p rogram was conducted during the year, 
covering all years since the inception of the program in 1958. While the 
findings of the study indicated that there is a continuing need for the type of 
assistance provided by SBICs, a genera l decline in the p rogram was found . The 
conclusions, in general, are tha t the small business community needs more 
equity cap i tal. The study recommends tha t the program be modified to impro"'e 
SBIC capitaliza tion and viability and tha t, subsequent to the modifica tions, the 
program should be closely followed to determine its worth. 
Portfolio and Loss Rate 
In its 23 years of operation , the Agency has approved a total o f 828,863 business, 
disaster, and investment com pany loans for $20.8 billion. AL the end of this 
fi scal year, the portfolio of loans o utstand ing amounted Lo 233, 165 va lued a l 
$7.4 billion. 
The Agency's cumula tive loss ra te- actua l losses on a ll loans from 1953 
through June 1976- stood a t 3.76%, com pared Lo 3.233 a t the end o f fi scal 
1975. It is estimated tha t the " ultima te" loss ra te-all actua l losses Lo da te plus 
p rojected future losses on current outstanding loans-will to ta l 6.223 . 
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Management 
Assistance 
During the year, the Management Assistance programs were adjusted and fine-
tuned to the needs of the small business community as innovations were 
introduced to improve the scope and delivery of services provided. More than 
302,000 small business persons participated in SBA counseling and training, 
an increase of 17% over the previous year. 
Management counseling emphasized the expansion of assistance to current and 
prospective clients, and continuous or long-term , indepth counseling. Although 
the preponderance of business ill s can be traced to the lack of management 
skills on the part of owners/ managers, every case is different and every 
applicant for required counseling received individual , personalized assistance. 
SCORE Returns to Agency 
Early in the year, an Executive Order was signed by the Pres ident transferring to 
SBA all functions of the Service Corps of Retired Executives (SCORE) and 
Active Corps of Executives (ACE). Since July 1971, these volunteer management 
assistance organizations had been administered by the ACTION agency, with 
SBA supervising the case work. SCORE was originally organized by SBA in 
1964 as a means of tapping business expertise for the benefit of new 
entrepreneurs and small businesses struggling with management problems. 
ACE was organized by SBA in 1968. 
SCORE/ ACE has now grown to approximatel y 9,000 mem bers operating from 
300 chapters through the country. During the year, the number of their 
counselling cases rose to 68,624, a 28% increase over 1975. In a special effort to 
Actively Retired 
The philosophy of Ian Heming Ferguson of Chicago is: "Don't get too big and 
wealthy." He has yet to find one such person who is satisfied and has peace of 
mind, and Ferguson has been around 
He is an admitted blithe spirit, who, at 72, is a member of SBA's renowned 
Service Corps of Retired Executives, commonly known as SCORE, and who 
this year took SBA's prize as the Nation's best. 
Vigorous Ian Ferguson belies his 72years. 
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aid SBA clients , SCORE/ ACE expanded their assistance from I 0% of total SBA 
actions at the beginning of the year to 25% at the encl of the year. 
The scope of the SCORE organization is in the process of being f urtlwr 
enlarged through its working with such other organizations and agencies as 
AARP, OSHA, FEA, and FDA. The Federal Energy Administration, for 
example, h as requested tha t SCORE provicl f' assistance to small business 
owners on the problems of energy cost reduction. Counseling and educational 
program also will be devo ted to compliance with new government regulations 
and the prevention of crime. 
Business Development Centers 
The Agency's newes t program, the l lniversity Business Development Centers 
(U BDC), is a university-based concept for thf' delivery of joint government, 
academic, and private sector services to benefit the general economy, small 
business, the university , faculty , and students. It is designed to provide one-stop, 
comprehensive managem ent , technical , and financial assistance to small 
business. 
The UBDC links up proven programs of 15 or 20 Federal agencies that can 
work in concert with a university, professional and trade associations, and other 
parts of the priva te sector to create a mechanism which can do for small and 
medium-size businesses what the agricultural colleges and the Cooperative 
Extension Service have done for the farmer. 
With a few more people like Ferguson, the SCORE program could blanket 
the entire small business population. He got tired of just being retired about 8 
years ago, and signed up as a SCORE volunteer. Since then, he is credited 
with personally assisting 637 small firms, plus training thousands of small 
business men and women in group workshops and business clinics. Obviously, 
Ferguson and SCORE were made for each other. 
He grew up in Scotland surrounded by his father's shipping business at the 
time when the "tall" ships were still sailing. The Ferguson Coal Company, 
coal shippers, is still in business there. Ferguson is here because his father saw 
greater opportunity on the other side of the ocean, and urged his five sons to 
"get out ofthis place." 
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The U BDCs hope to utilize the Economic Development Administra tion 's 
University Center p rogram; the Department of H ealth , Educa tion a nd Welfa re's 
Cooperative Educa tion p rogram ; and SBA's SCORE/ ACE volun teer and Sma ll 
Business Institute programs. 
The fi rs t p ilo t U BDCs wi ll be implemented earl y in FY 1977 a t the U niversity 
of Wes t Florida, University of Ma ine, University o f Missouri , Rutgers 
University, California Sta te U niversity, Chico, a nd Cali fornia Sta te Po lytechnic 
University, Pomona. To date, a to ta l o f 25 uni versities have exp ressed an 
in terest in the esta blishment of UBDCs. 
SBI Schools Expand 
Meanwhile, the Agency's eminently success£ ul Sma ll Business Institute program 
continued advancing. During the yea r, there were 385 universities providing 
student team s counseling small businesses, compared to 338 schools reported 
the p revious year. 
The SBI program is under the direction of some 2,000 business school faculty 
members, with over 20,000 students participa ting for a t least one semester o f 
counseling sm all business clients. 
Although there was only a limi ted increase by number of cases handled, the 
quality and volume of the SBI p rogram increased in the foll owing ways: ( I) 
additional universities provided a better geographical coverage-thus better 
meeting the needs of SBA clients; (2) increased faculty and student participation 
I 'fY 
Ferguson hops around entire Chicago 
area counseling businesses. 
enhanced the v.ersatility and effectiveness of the program; (3) expansion of the 
program beyond business schools has introduced multi-disciplines in the 
program; for example, six university engineering schools are now participating 
in SBI. 
Students Advise 8,000 Businesses 
Some 8,000 small businesses "in trouble" came under scrutiny of SBI students. 
Typical was the case of a company in Salt Lake City. It had been in business for 
10 years, starting with an investment of $6,000 and growing to current annual 
sales of more than one-half million dollars. This growth, however, was in 
jeopardy because of a buildup of poor management procedures. 
The principal problems at Company "X" included loose accounting 
procedures. It had inadequate cash flow to meet the payroll, to buy supplies 
efficiently, and to pay other normal operating expenses. The student team found 
that because of the tight money situation, the company was unable to order 
required parts, which at times stopped production. The lack of cash also forced 
them to buy in small quantities with no discount. Poor credit rating, caused by 
bad checks, forced suppliers to sell to them only on a c.o.d. basis. There was no 
control on purchases, resulting in unnecessary inventory. Cash received and 
purchases were loosely handled, resulting in books out of balance. The majority 
of accounts receivable were too far overdue. 
An SBI team from the University of Utah cleaned up some of the problems at 
Company "X" and, for its effective handling of the case, won SBA's 
L 
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"Outstanding National SBI Case" of the year award . Runners up were student 
teams from Penn State University, the University of Portland (Oregon), the 
College of St. Thomas (Minnesota), and Worcester Polytechnic Institute 
(Massachusetts). 
Call Contract Service Grows 
The Call Contracting program authorizes the SBA to place contracts with firms 
qualified to provide managem ent and technical help to small businesses 
designated by the Agency. Activity under the program expanded from 2,843 
cases in FY 75 to 4,400 in FY 76. SBA district offices a re now pursuing the 
program on a local basis rather than through the regional offices. This has 
gr~atly speeded up response time in tight situations and program service 
nationally. 
An evaluation of this contracting program during the year by Price Waterhouse 
and Company reached the overall conclusion tha t the managem ent assistance 
offered had a success rate which was not only acceptable but compared 
favorably with that of the consultant industry as a whole. 
Professional Associations Aid 
During FY 1976, agreements were developed, .or renewed , with 10 professional 
associations who agreed to volunteer the services of their m embers to counsel 
small business. The groups include the National Association of Accountants, 
The brothers stayed together for the first 12 years and prospered in the stock 
and bond business in Oticago, even though they had to ride through the 
Depression of '29. "Good opportunities can always be found, even when 
business activity is miserable," says Ian. 
Ferguson went into many enterprises during the next 30 years, but 
concentrated in the plastics and securities fields. He then gave 10 years to 
"business engineering'' -advising businesses how to improve their operating 
methods-and in "business psychology" -the counseling and testing of 
business men and women to determine whether they will make 
good managers. 
1bat ended his "active" career, but then he didn't count on SCORE. 
Ferguson believes business people must 
seek self-satisfaction to balance mate-
rial gains. 
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the National Association of Minority CPA Firms, and the National Business 
and Professional Woman 's Associa ti011. 
Business Training Courses 
SBA continued to provide for the building of "inner resources" among actual 
and potential small business persons by means of training courses, conferences, 
workshops, and business problem-clinics. In co-sponsorship arrangements with 
communities, colleges, chambers of commerce, and others, va luable training for 
business was made available in every state. More individuals sought and 
received training help than ever before-183,630 as compared to 154,829 in the 
previous year. With special recruitment efforts, attendance increases were 
achieved among minorities, women, and veterans. 
In particular, the one-day Prebusiness Workshop program was received 
enthusiastically. Not only did the a ttendance increase nationally, almost 32% 
over last fiscal year, but an independent evaluation indicated they were 
extremely valuable for persons facing the issues of starting a new business. In 
some cases the workshops were tailored to special situations. For example, 
when the California Department of Transportation faced an 800-person 
reduction in its workforce, a special workshop was arranged to help the 
employees decide if an independent business venture was a viable career option. 
Training for Refugees 
In response to the influx of Vietnamese refugees to this country, a special series 
of small business seminars was developed and conducted at the four U.S. 
refugee camps during a two-month period. About 4,600 Vietnamese and 
Cambodian nationals attended general sessions that acquainted them with 
American business conditions and opportunities. Subsequently, approximately 
2,480 participated in workshops to explore questions about how to start and 
operate a small business, and many refugees received additional individual 
counseling. 
Five Million Publications 
More than five million copies of 250 different business management. 
publications, produced by SBA, were distributed during the year. The bulk of 
these publications are distributed free of charge to persons interested in 
particular issues or problems of managing a business. Others are available as 
"for sale" items from the Government Printing Office. New publications that 
m eet specific bus~ness needs are continua lly being developed . Among these in 
1976 were "Tourism and Outdoor Recrea tion, " and "Training Salesmen to 
Serve Industrial Markets. " Older publications, which have proved " bes t sellers," 
are continually updated. As an example, the eighth edition of "A Handbook 
of Small Business Finance" was issued during 1976. Over 275,000 copies of this 
booklet have been purchased since it first appeared in 1954. 
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International Trade Program 
In cooperation with local Department of Commerce field offices and other 
government agencies and private institutions, 5,394 smal l business 
owners/ managers attended 110 international trade training programs 
cosponsored by SBA during the year. Preliminary export marketing counseling 
was provided to 2,063 small businesses. The Agency is exploring the 
establishment of an Office of Interna tional Trade with bo th central office staff 
and field representatives. One of the responsibilities of this unit would be to 
coordinate Agency efforts with the Department of Commerce, the Export-
Import Bank, and others in order to help identify international rnarketing 
opportunities for small and medium-sized businesses with export potential. 
Such an office would bring together the international activity of the Department 
of Commerce and the small business outreach available through the man y SBA 
offices around the country. 
Conrail Study 
Conrail , a government-subsidized private corpora tion, began operation of 
some 20,000 miles of rail lines in the Northeast and Midwest regions of the 
country April 1, as a result of reorganization under the Railroad Revitalization 
and Regula tory Act of 1976. It is the beginning of an all-out nationwide effort 
to rehabilitate the country's railway system and restructure it on a more 
economically feasible basis. 
In anticipation of the growing impact of this reorganization on the smal I 
business community, some exploratory programs have been la unched by SBA 
to determine the potential difficulties and/ or opportunities the impending 
changes may cause for SBA clients and other small businesses, and to explore 
what steps may be taken for their assistance. The impact of the projected 
changes on small business is expected to be both nega tive and positive. 
Commercial businesses and manufacturers near lines to be discontinued will 
suffer economic dislocations from the loss of their present rail freight service. At 
the same time, extensive new markets and business opportunities may become 
available in such fields as transportion, warehousing, highway construction, 
and rehabilitation of the physical plants, rail beds, track, and equipment o f the 
nation's railroads. 
SBA has initiated joint planning for the coordina tion of Federal assistance 
with the Economic Development Administration, the Farmers Home 
Administration, and the Federal Railroad Administration. SBA is a lso 
cooperating with the Department of Transporta tion in a major research study 
on the impact of the abandonment of light density lines on rail shipments and 
shippers. 
Procurement 
Assistance 
The responsibility of the SBA's procurement assistance programs is to obtain a 
fair proportion of Government conuacts and subcontracts for small business in 
accordance with the policy declared by Congress in the Small Business Act. 
Fiscal Year 1976 appears to have been another fruitful one for small business 
and for the Agency in carrying out its avowed purpose of obtaining an 
increasingly larger share of Government contract dollars each year for small 
business. Through the Federal contracting programs, SBA projects $ 18.9 billion 
worth of prime and subcontracts will be awarded to small business. This 
con sti tutes a projected increase of 3.?3% over the .tota l awards to small business 
last year. Final official statistics will not be avai lable until the second quarter 
of FY 1977. 
Prime Contract Awards 
Based on mid-1976 performance, the Department of Defense is ahead of its FY 
1975 small business prograrn, a nd the projection is for continuing a steady 
growth since 1971. At the mid-year point, the civilian agency awards to small 
business are lagging behind 1975, but. a modera te increase is projected by the 
end of this year regardless. 
Combining these two reports, the projected 1976 total Federal awards to smal 1 
business are in the area of $13.2 billion, up slightly from the $12.7 billion 
awarded to small business in 1975 and continuing the uninterrupted growth in 
awards since 1970. While inflation may have played a minor part in this growth, 
an increase is projected in the percentage of all Federal prime procurement 
A View From East Aurora 
There is only one way to survive as a small contractor competing against large 
contractors. You have to turn out a top product at less cost. Then you can 
enjoy being as small as you want. 
The way they do it at Carleton Controls Corporation of East Aurora, New 
York, as explained by co-founder John Carleton Goodell, is, first, to run the 
tightest of ships, practicing some of that old-fashioned thriftiness many 
operators lose sight of. 
"At first I was not only the president, but the salesman, and I also cut the 
grass," he says. "We're a bunch of competent switch hitters who can do 
everything in the plant, keeping the payroll trim by wearing many hats, 
watching that elusive thing called 'overhead', and generally working in a 
Spartan way. 
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D o not discount the smallness of j ohn 
Goodel/'s operation. H e beats you 
with efficiency. 
dollars which go to the small business sector from the 1975 all-time record of 
23.23 to 23.953 for 1976, which is a true growth. 
The gains cited above would not have been possible without the smal1 business 
set-aside program operated by SBA and the Federal agencies participating in 
the programs. A set-aside is a Government requirement which is reserved either 
totally or partially for exclusive competition among small business concerns 
when adequate competition can be expected from small firms to assure fair and 
reasonable prices. 
Subcontracts Remain Steady 
During the first half of the year, small business concerns obtained $2.24 billion 
in Department of Defense subcontracts, which amounted to 36.63 of a ll such 
subcontracts. The DOD subcontract awards to small firms through FY 1976 arc 
estimated to be about $5.0 billion and amount to about 37.53 . Subcontract 
awards to small firms from non-defense agencies a re expected to amount to 
nearly $700 million, bringing total subcontracts to $5.7 billion, or 
approximately the same dollar volume as in the previous year. 
National Contracting Winners 
In the Agency 's annual national competition Arkwin Industries , Inc. of 
Westbury, N.Y., was named the Small Business Subcontractor of the Year an<l 
Carleton Controls Corp., of East Aurora, N.Y., the Small Business Primr 
Con tractor of the Year. 
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Certificates of Competency 
If a contracting officer proposes to reject a low bid by a sma ll business firm 
because he ques tions the firm 's ability to perform the contract on the grounds o f 
capacity or credit, the case is referred to SBA, as req uired by procurement 
regulations. This m eans tha t the small firm has an appea l procedure whereby it 
does not lose out in the event o f an erroneous determination. If SBA's 
inves tiga tion revea ls tha t the sma ll business is competent to perform the 
contract, the agency issues a Certifi ca te of Competency (COC). 
During the year, 277 contract awards resulted from the COC program. T hese 
totaled over $35 million, which would have been awarded to other than the 
low bidding small concern. As a further result, the Government achi eved a 
saving of $5.9 million. This represents the additional cos ts which would have 
been incurred had each of these contracts gone to the next hi gher bidder. 
This saving, plus a projected saving of $8.9 million in the Agency's prime 
contracts program, will exceed the cos t of operating SBA's procurement 
program for the year by about $5 million . 
Business Development 
Under the authority of Section S(a) of the Small Business Act, the SBA serves as 
prime contractor for selected Federa l procurement requirements, then 
subcontracts to firms owned a nd controlled by socia lly or economica ll y 
disadvantaged persons. 
"We also believe in plowing back our profits into the business, thereby 
developing our own working capital, rather than borrowing and depending on 
outside money sources." 
Goodell says that these are some of the business fundamentals, often 
overlooked, that can mean the difference between a handsome profit or 
closing the doors. Careful financial discipline allowed Carleton to expand 
30% right in the middle of the recent economic recessioIL It brought in a nice 
profit of 103 for 1975. 
"The other factor in staying alive is keeping up your standards," Goodell 
continues. "We have no patented products to lean OIL But we do produce 
No. 1 technical quality, low cost, and on-target delivery. Our philosophy is 
'Manufacture quality into our products, not inspect it iIL' " Remarkably, the 
company records attest that Carleton has never had a dissatisfied customer or 
a product failure. 
Goodell and George Ord started the firm in a backyard garage 20 years ago, 
were soon joined by Richard Cummins, and this trio still remain working 
partners today. Their first production item was a torch ignition system to 
restart "flamed-out" aircraft jet engines. At that time, re-igniting such an 
engine in flight with a sparkplug was "like trying to light a cigarette in a 
hurricane." 
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state, a land of both retirement and business action, of copper and grapefruit, of 
luxurious resorts and Indian reservations, of Frank Lloyd Wright and 
Geronimo, of wide deserts and snow-capped mountains. 
The Phoenix SBA office is equally divided between men and women. Their 
incomes range from $8,000 to $37,000. Their ages are from 18 to 65. Two-thirds 
are married, with some single, some divorced, and one widow. Half are over the 
national average for family size-two have 5 children, seven have 4, and nine 
have 3. One-third have college degrees. Only two are natives of Arizona, the rest 
having migrated from 19 different States and three foreign countries, half from 
the Midwest. 
Various Backgrounds 
These people of SBA came to the Agency from many backgrounds. They cou ld 
be a cross-section of America, not just the SBA: She is from Pennsylvania, a 
veteran of more than 30 years with the Federal government, who "enjoys 
watching small businesses overcome their problems" ... H e is a former grade 
school teacher from Iowa who has worked extensively on Indian Reservations 
and adopted a full-blooded Apache boy to raise along with hi s own four 
children ... 
She is from Chatanooga and was formerly a long- time secretary to one of her 
state's U.S. senators ... He is a native of Australia, schooled at Eaton in 
England, worked for such large companies as Boeing, and is active in the affairs 
of his community as a member of its Council ... She was brought up in 
Kokomo, Indiana, and came to SBA from the staff of the Arizona Dcpanment of 
I l - R clockw ise, Marge Turpin, Walt 
Fronslin, Chilo Fernandez. 
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Top L- R clockwise, Shanty Castle and 
Ada Whitehead, David Kohler, Hank 
Hankins, Dorothy Ritter, Jim Green 
Mike Enriques, Millie Larsen.. 
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Corrections . . . He is from South Dakota, has a master's degree in business, was 
formerly dean at a school of business, and spent 22 years in all three services-
Army, Navy, and Air Force ... She comes from the Ozarks and formerly 
worked for the owner of a string of thea ters . 
Diverse Avocations 
He is a former Utah banker and recipient of one of two awards even given by 
the National Economic Development Association for service to the Hispanic 
community ... She is from Montana, married to a minister, and conducts 
special Sunday services at a rest home for the aged ... He is from Wisconsin, 
formerly manager of a Chamber of Commerce and coaches both the American 
Legion and Little League baseball teams in town ... She is a Texan 
with the unusual given name of "Birdie" who was formerly with the 
Continental Air Command ... He is an Irishman from Pocatello, Idaho, who 
studied to be a priest and was with a brokerage firm before coming to SBA. 
She is from Ohio and, off duty, works for the Phoenix Jewish Community 
Center on cultural programs for people "from 3 to 93" ... H e is from Missoula. 
Montana, and is a former California banker with a law degree ... She is from 
Detroit, had a job with the Internal R evenue Service, a nd as a n avora tion 
dabbles in real estate ... H e is from Missouri and is a former Air Force officer 
... She comes from Wyoming and has served as secretary to a state governor, a 
U.S. congressman, and a U.S. senator ... H e is from Chicago, has a mas ter 's in 
education, and tops the staff for years with SBA-19 ... She is from Kansas and 
believes that "every day is an unusua l happening" .. . 
Top l - R clockwise, Barbara Delmas 
Mary O'Farrell and Don Lloyd, ' 
Vince Tammelleo, Dorothy Seaton, 
l ee Burklund. 
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Former Jobs Differ 
H e is from Ohio, has a master's in business administra tion , is a form er 
executive in big businesses, and owns tenni s clubs on the side . .. She is a 
gra ndmother from Washington whose son is a sergea nt in the Marine Corps 
... He is the former training supervisor for employees of the Cit y of Phoeni:\ 
. . . She is from Broken Bow, Oklahoma, and was form erly with the Na tional 
Labor Rela tions Board and an oil compan y . .. H e was a savings and loan 
officer in Wichita and is office co-champion with 5 children ... She is from St. 
Louis, is fluent in French, and formerly worked for a food broker .. . H e is a 
native of Phoenix and has worked up from being a clerk in the office to loan 
officer . . . 
She was born in Ontario, Canada, and contributes work to a hospital auxiliary 
... H e was bred in Arizona, is fluent in the Spanish language which he puts to 
good use in this heavily Spanish-American area ... She is a native of .J uarcz. 
Mexico, and is the newes t hire in the office ... H e just came in from Michiga n 
and has put in 22 years in the Air Force ... She is froin Illinois and has a rare 
distinction-she was one of a team of three people decorated by the Navy for 
being instrumental in breaking the Japanese Navy code during World War II. 
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P. 62 L- R clockwise, j ohn Seeley, 
Mary Ellis, M arion Miller. P. 63 top 
L- R clockwise, M arion Truett, Phil 
J udy, Alma Gomez, Gordon Wigman, 
J oyce Graves, M ary A lice Reece and 
Myrna M cNeeley. 
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Office Director's Philosophy 
The Director of the office came to Arizona 15 yea rs ago when he tho ught he ha<l 
retired. H e had been a reta il jeweler for 32 years in Indiana . His avoca tion was 
boxing, and he was president of the World Boxing Associa tion , the governing 
body of that sport. H e left it a ll for Arizona, which he had prev iously visited 
and decided upon as the ideal retirement spot for him and his wife. Tha t 
retirem ent las ted exactly IO days, during which he kept " waiting for the bell " . 
So he went back into fulltime business ventures, came to SBA 8 yea rs ago, a nd 
has no plans ever to retire aga in. 
The Director regards the people in his office as a famil y tha t works " with " him 
and no t " for" him. H e tries to win their respect and admiration , not buy it. T o 
him, the lowest-paid employee is importa nt. " I can be torpedoed if I do no t 
come across to that person. We must produce for each o ther because we few 
have so many responsibilities" . 
Those are some of the people of SBA. 
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P 64 top L - R clockwise, M arty 
Thomas, Bre11da Wilso11, Cal Day, 
Birdie Beasley. P 65 top L - R 
clockwise, Kay Marlin, Mack K ehoe, 
M ardell Newma11, Allen La11ey, D uane 
H all, D irector Stan Goldberg. 
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107 SBA Offices 
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Agana, Guam 
Albany, N.Y. 
Albuquerque, N. Mex. 
Anchorage, Alaska 
ALlanta, Ga . (2) 
Augusta , Me. 
Baltimore, Md. 
Biloxi , Miss. 
Birmingham, Ala. 
Boise, Idaho 
Boston, Mass. (2) 
Buffalo, N.Y. 
Camden, N.J. 
Casper, Wyo. 
Charleston, W. Va. 
Charloue, N.C. 
Chicago, Ill. (2) 
Cincinnati , Ohio 
Clarksburg, W. Va . 
Cleveland, Ohio 
Columbia, S.C. 
Columbus, Ohio 
Concord , N .H . 
Corpus Christi, Tex. 
Dallas, Tex. (2) 
Denver, Colo. (2) 
Des Moines, Iowa 
Detroit, Mich . 
Eau Claire, Wisc. 
Elmira, N.Y. 
El Paso, Tex. 
Fairbanks, Alaska 
Fargo, N. Dak. 
Fresno, Calif. 
Greenville, N .C. 
Harlingen, T ex. 
Harrisburg, Pa. 
Hartford, Conn. 
Hato Rey, P .R. 
Helena, Mont. 
Holyoke, Mass. 
Honolulu, H awaii 
Houston , Tex. 
Indianapolis, Ind. 
Jackson, Miss. 
Jacksonville, Fla. 
Jericho, N.Y. 
Kansas City, Mo. (2) 
Knoxville, Tenn. 
Las Vegas, Nevada 
Little Rock, Ark. 
Los Angeles, Calif. 
Louisville, Ky. 
Lubbock, Tex. 
Madison, Wisc. 
Marquette, Mich . 
Marsha ll , T ex. 
Memphis, Tenn. 
Miami , Fla. 
Milwaukee, Wisc. 
Minneapo lis, Minn . 
Montpelier, Vt. 
Nashville, T enn . 
Newark, N .] . 
New Orleans, La. 
New York, N.Y . (2) 
Oklahoma City, Okla. 
Omaha, Nebr. 
Philadelphia, Pa. (2) 
Phoenix, Ariz. 
Pittsburg h , Pa . 
Portland, Ore. 
Providence, R .I. 
Rapid City, S. Dak. 
Reno, Nev. 
Richmond, Va. 
Rochester , N .Y. 
St. Louis, Mo. 
St. Thomas, V. I. 
Sacramento, Calif. 
Salt Lake City, Utah 
San Antonio, Tex. 
San Diego, Cali f. 
San Francisco, Calif. (2) 
Seattle, Wash. (2) 
Shreveport, La. 
Sioux Falls, S. D. 
Spokane, Wash . 
Springfield, Ill. 
Syracuse, N.Y. 
Tampa, Fla. 
Washingto n , D.C. (2) 
West Palm Beach , Fla . 
Wichita, Kan . 
Wilkes-Barre, Pa . 
Wilmington, Del. 
U.S. Small Business 
Administration 
1441 L Street Northwest 
Washington, D.C. 20416 
Information Opera tor: 
(202) 653-6600 
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